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Accounting Officer's Report 


The accounting officer submits his report for the year ended 30 June 2016. 

1 . Review of activities 
Main business and operations 

The municipality main business is the provision of services to the community in line with Part ^ of Schedule 4 and Part B of 
Schedule 5^of the Constitution. The municipality provides services in leerust, Lehurutse and Groot Manco. 

Net surplus of the entity is R 32 1 55 263 (201 5: deficit R 30 858 256). 

2. Going concern 

commitments will occur in the ordinary course of business. 

3. Subsequent events 

The accounting officer reported the following; 

1 New council was selected on the 6th of August 2016 , ^ + 1 ,^ Qmniftwoiac an inrrMQ^ nf 

2 . A dispute regarding the increase in saiary due to municipaiity grading was resoived to pay the empioyees an increase of 

8.4 % starting from July 2016 

4. Accounting policies 

The annual financial statemenls have been prepared in accordance wrth South African Standa^ le^or^ool) Sa? and 
Acwunting Practice and the requirements of the Munlcipal Finance Management Act 2003 (Act NO. 56 of 2003) (MFMA) and 

the Division of ActSouth Africa (Act No 2 of 2013) (DoRA). 

Accounting Standards Board as the prescribed framework by National Treasury. 

5. 

The accounting officer of the entity during the year and to the date of this report is as follows: 


Nationality 
South African 


Name 

T Phakalane 
6. Corporate governance 
General 

The is oommitted to business integrity, transparency and protessionalism in 

supports the highest standards of corporate govemance and the ongoing development of best practice. 


Audit and risk committee 

In terms of Seotion 166 of the Municipal Finanoe Menagement Aot, No 56 of 2003, the munioipality, must appoint members of 
the Audit Committee. 

7. Auditors 

Auditor General South Africa will continue in office for the next financial period. 
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Statement of Financial Position as at 30 June 2016 


Assets 

Current Assets 
inventories 

Otherfinancial assets 

Receivables from exchange transactions 

Receivables from non-exchange transactions 

Consumer debtors 

Cash and cash equivalents 


Non-Current Assets 

Investment property 
Property, plant and equipment 
Intangible assets 
Heritage assets 

Total Assets 

Liabilities 

Current Llabilities 

Long-term llabillties 

Finance lease obligation 

Payables from exchange transactions 

VATpayable 

Consumer deposits 

Employee benefit obligation 

Unspent conditional grants and receipts 

Provisions 


Non-Current Liabilities 

Long-term liabilitles 
Employee benefit obligation 
Provisions 



2016 

2015 

Note{s) 

R 

R 


2 

31 701 254 

31 679 339 

3 

2103 401 

1 981 102 

4 

867 603 

270 519 

5 

3 941 253 

3 832 563 

6 

38 768 062 

14 312 265 

7 

6 752 933 

18 135 895 


84 134 506 

70 211 683 


6 

18 980 054 

19 050 696 

9 

570 678 555 

555 289 462 

10 

3 634 956 

3 469 559 

11 

404 550 

404 550 


593 698 115 

578 214 267 


677 832 621 

648 425 950 


12 

1 448 358 

756 064 

13 

- 

845 157 

14 

65 436 813 

47 498 944 

15 

5 691 483 

7 503 979 

16 

1 676 055 

1 357 035 

17 

945 000 

816 000 

18 

1 776 598 

26 859 918 

19 

480 846 

953 419 


77 355 153 

86 590 516 


12 

4 698 717 

5 557 946 

17 

39 349 000 

34 659 000 

19 

19 732 000 

17 076 000 


63 779 717 

57 292 946 


141 134 870 

143 883 462 


536 697 751 

504 542 488 


536 697 751 

504 542 488 


Total Liabilities 
Net Assets 

Accumulated surplus 
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Statement of Financial Performance 



Note(s) 

2016 

R 

2015 

R 

Revenue 




Revenue from exchange transactions 

Service charges 

20 

64 105 683 

60 789 863 

Sale of Land 


339 281 

1 515 982 

Rental of facillties and equipment 

21 

198 090 

202 760 

Licences and permlts 


3 531 767 

3 728 589 

Miscellaneous other revenue 


' . 1 984 839 

2219413 

Interest received - investment 

22 

1 229 217 

668 097 

Fair value adjustments 


122 580 

691 673 

Total revenue from exchange transactions 

Revenue from non-exchange transactions 


71 511 457 

69 816 377 

Taxation revenue 

Property rates 

23 

42 357 955 

21 843 140 

Transferrevenue 

Qovernment grants & subsidies 

24 

206 904 159 

162 320 049 

Fines, Penaltles and Forfeits 


5 643 844 

5713111 

Total revenue from non*exchange transactions 


254 905 958 

189 876 300 

Total revenue 

25 

326 417 415 

259 692 677 

Expenditure 

Bulk purchases 

26 

(39 747 467) 

(35 132 052) 

Contracted services 

27 

(6 120 652) 

(5 728 182) 

Debt impalrment 

28 

(4 555 567) 

(42 841 196} 

Depreciation and amortisatlon 

29 

(39 281 751) 

(38 882 650) 

Employee related costs 

30 

(115 283 796) 

(104 432 455) 

Flnance costs 

32 

(5 822 970) 

(2 453 143) 

Remuneration of councillors 

33 

(11 553 113) 

(12 189 992) 

Repalrs and maintenance 


(9 923 033) 

(6 263 211) 

Loss on dlsposal of assets and liabilities 


(282 294) 

- 

General Expenses 

31 

(61 691 509) 

(42 628 052) 

Total expenditure 


(294 262 152) 

(290 550 933) 

Surplus (deflcit) for the year 


32 155 263 

(30 858 256) 
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Statement of Changes in Net Assets 

Accumulated Total net 
surplus assets 

R R 


Restated balance at 01 Juiy 2014 

Changes In net assets 
Surplusforthe year 

Total changes 

Restated balance at 01 July 2015 

Changes in net assets 
Surplusfor theyear 

Total changes 

Balance at 30 June 2016 

Note(s) 


535 400 744 

535 400 744 

(30 858 256) 

(30 858 256) 

(30 858 256) 

(30 858 256) 

504 542 488 

504 542 488 

32 155 263 

32 155 263 

32 155 263 

32 155 263 

536 697 751 

536 697 751 
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Cash Flow Statement 


Note(s) 


2016 

R 


2015 

R 


Cash flows from operatlng actlvities 


Recelpts 

Service charges & rates 
Grants 

Interest income 
Other receipts 


Payments 

Employee costs 
Suppliers 
Finance costs 
VAT payments 


Net cash flows from operatlng actlvltles 

Cash flows from investing activities 

Purchase of property, plant and equipment 
Proceeds from sale of property, plant and equipment 
Purchase of other intangible assets 

Net cash flows from investing activities 

Cash flows from financing activlties 

Repayment of long-term liabilities 

Finance lease payments 

Net cash flows from financing activities 

Net increase/(decrease) in cash and cash equivalents 
Cash and cash equivalents atthe beginning of Ihe year 

Cash and cash equivalents at the end of the year 


82 007 841 

80 207 114 ■ 

181 820 839 

188 465 298 ' 

1 229 217 

668 097 1 

6 436 761 

8 327 386 | 

271 494 658 

277 667 895 'j 

(124 972 482) 

(109 610 028) 1 

(97 870 264) 

(94 934 717) ' 

(1 986 970) 

(2 112 143) i 

(1 912 496) 

(2 733 290) 1 

(226 742 212) 

(209 390 178) j 

44 762 446 

68 277 717 | 

(55145 926) 

(48 249 949) | 

188 006 

- 1 

(165 397) 

(436 750) 1 

(BB123 317) 

(48 686 699) 


(166 935) 

(4 509 473) 

(845156) 

(776 519) 

(1 012 091) 

(5 285 992) 

(11 382 962) 

14 305 026 

18 135 895 

3 830 869 

6 752 933 

18135 895 
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Statement of Comparison of Budget and Actual Amounts 


WLCIiVI 1 - w ■' 

RiiflfiPt nn r.ash Basis 


Approved 

budget 

Adjustments 

Final Budget Actuai amounts 
on comparable 
basis 

Difference Keterence 

between finai 
budget and 
actual 


R 

R 

R R 

R 


Statement of Financia! Performance 
Revenue 

Revenue from exchange 


transactions 

Service charges 

Rendering of services 

Rentai of facilities and equipment 
Licences and permits 
Wliscellaneous other revenue 
Interest received - investment 

73 468 000 

177 000 

2 524 000 

11 716 000 

4 382 000 

11 323 000 

(831 000) 

84 791 000 

177 000 

2 524 000 

10 885 000 

4 382 000 

64 105 683 
339 281 

198 090 

3 531 767 

1 984 839 

1 229 217 

(20 685 317) 

339 281 

21 090 

1 007 767 
(8 900161) 
(3152 783) 

48.1 

48.2 

48.3 

48.4 

Total revenue from exchange 

92 267 000 

10 492 000 

102 759 000 

71 388 877 

(31 370123) 


Revenue from non-exchange 
transactions 







Taxation revenue 

Property rates 

36 278 000 

(13 981 000) 

22 297 000 

42 357 955 

20 060 955 

48,5 

Transfer revenue 

Government grants & subsidies 

145 031 000 

8 546 000 

(2 200 000) 

142 831 000 

8 546 000 

206 904 159 

5 643 844 

64 073159 
(2 902156) 

48.6 

48.7 

Total revenue from non* 
exchange transactions 

189 855 000 

(16 181 000) 

173 674 000 

254 905 958 

81 231 958 


Total revenue 

282 122 000 

(5 689 000) 

276 433 000 

326 294 835 

49 861 835 


Expenditure 

Employee Related Costs 
Remuneration of councillors 
Depreciation and amortisation 
Finance costs 

Debt impairment 

Repairs and maintenance (other 

(98 964 379) 
(11 807 209) 
(1 826 137) 
(1 284 985) 

(12 456 706) 

(9 000 000) 

1 779 000 

(98 964 379) (115 283 796) 
(11 807 209) (11 553 113) 
(1 826137) (39 281 751) 

(10 284 985) (5 822 970) 

(4 555 567) 
(10 677 706) (9 923 033) 

(16 319 417) 
264 096 
(37 455 614) 

4 462 015 
(4 555 567) 
754 673 

48.8 

48.9 

48.10 

48.11 

materials) 

Bulk purchases 

Contracted Services 

(34 324 739) 
(14 113168) 

(5 675 261) 

(40 000 000) 
(14113168) 

(39 747 467) 
(6120 652) 

252 533 

7 992 516 

48.12 

Sale of goods/lnventory 

General Expenses 

Total expenditure 

(81 644 864) 

(143 000) 

(81 787 864) 

(61 691 509) 

20 096 355 

48.13 

(256 422187) 

(13 039 261) 

(269 461 448) 

(293 979 858) 

(24 518 410) 


Operating surplus 

Loss on disposal of assets and 

25 699 813 

(18 728 261) 

6 971 552 

32 314 977 
(282 294) 

25 343 425 
(282 294) 


liabilities 

Fair value adjustments 


- 

- 

122 580 

122 580 


. 

- 

- 

(159 714) 

(159 714) 


Surplus before taxation 
Surplus/(Deficit) 

25 699 813 

(18 728 261) 

6 971 552 

32 155 263 

25183 711 


25 699 813 

(18 728 261) 

6 971 552 

32 155 263 

26 183 711 
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Statement of Budget and Actual Amounts 
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Accounting Policies 


1 _ Presentation of Annual Financial Statements 

STg 

Management Act (Act 56 of 2003). 

A summary of the signifioant aooounting polioies, which have been consistently applied in the preparation of these annual 
financial statements, are disclosed below. 

1.1 Going concern assumption 

These annual finanoial statements have been prepared based on the evpeotation that the entity will oontlnue to operate as 
a going concern for at least the next 12 months. 

1 .2 Significant judgements and sources of estimation uncertainty 

,n preparing the annua, finanoia, " 

:S»"e: i"h='n SiroTe^^LVS S'ts in the tuture oouid ditter trom these es.imates 
which may be material to the annual financial statements. 

These estimates and underlying assumptions are revi^ TreSionSs oTy S'TeToTofTeTevlLf aTdTuture 
reoognised in the period in whioh the aa'i't’f'® '*TTOrnatuVanTreaV 

TnSt fmVTTTeTrnVpt^^^^^^^^^^^^ - ^ 

Trade receivables 

The entity assesses its trede reoeivebies tor 

impairment loss should be recorded in « 0 ^^ from a fiLncial asset. The impairment is measured 

Vfhe SeVe -,ue ot estimeted tu.ure oesh hows disoounted a. the 

effective interest rate, computed at initial recognition. 


Allowance for slow moving, damaged and obsolete inventory 


The munioipelity assesses an allowence for inventory to write inventory down to the lower of cos. or ne. neeliseble value. The 
write down is recognised in surplus or deficit, 

Impairmenttesting 

The reoovereble emounte of oesh end non-oesh ge^unte and 

r^fiu'sVTsoTT^^^^^^^^ 

require a material adjustment to the carrying value of tangible assets. 

The entity reviews and tests the carrying value of assets wh^ch^iSifiSle^cash flows are lal^ely 

WdS7ofSlsMlorSSS" atSSd liaSSS If there are indications that impairment may have occurred, estimates 
are prepared of expected future cash flows for each group of assets. 

Provisions 

Provisions were raised and management determined an estimate based on the information available. Additional disolosure of 
these estimates of provisions are included in note 19 - Provisions. 
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USeTUI lives anu H f<ar 

less than previously estimated useful lives. 

srerssrcTthTLtitrdidi^^^^ 

condition expected at the end of its useful life. 

Post retlrement benefits ^ i i t 

The present vaiue of the post employment Trtalrty'raip 

invclves making assumpf.ons plans, such estimates are subject tc signiJcant unoertain.ty. 

1.3 Investment property faithat 

measured reliably. 

,nvestmentpropertyisinif.aiiyrecognisedatccst,Transao«oncos.areinoiudedint^^ 

Where investment property is aoquired through a non.exohange transaotion, its oost ,s its fair value as at 
acquisition. mnprtv Ifa 

derecognised. 

Cost model 

investmen, property is oarried at oost iess aocumuiated depmciation and any accumuiated impainnent iosses. 

Depreciation is provided to write down the cost, less estimated residual vaiue by equal installments 
property, which is as follows; 


Item 

Property - land 
Property - buildings 


Useful llfe 

indefinite 
30 years 


1 .4 Property, plant and equlpment 


1.4 h'roperiy, 

;Sn‘’TLTf^yTgKorTer^cet'm^ 

more than one period. 

The cost of an 

. the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost 

rebates are deducted in arriving atthe cost. 

Where an asset is aoquired through a non-exchange tmnsaotion. ils oost is its fair vaiue as at date of aoquisition. 
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Accounting Poiicies 


1 .4 Property, plant and equipment (continued) 

Where an item of property, plant and equipment is acqutred in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). if the 
acquired item's fair value was not determinable, it's deemed cost is the c^trying amount of the asset(s) given up. 

When significant components of an item of property. plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the Item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obiigated to incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for puiposes other than the production of inventories. 

Recognition of costs in the carrying amount of an item of property. plant and equipment ceases when the item is in the location 
and condition necesšary for it to be capable of operating in the manner intended by management. 

Items such as spare parts, standby equipment and serviclng equipment are recognised when they meet the definition of 
property, plant and equipment, 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residual value. 

The useful lives of items of property, plant and equlpment have been assessed as follows: 


Item 

Land 

Bulldings 

Plant and machinery 
Furniture and fixtures 
Motor vehicles 
Office equipment 
Computerequipment 
Infrastructure 
Community 

Other property, plant and equipment 
Roads & Stormwater Assets 
Electricity assets 
Other assets 


Depreciation method 

Straight line 
Straight line 
Straight line 
Straight line 
Straight line 
Straight line 
Straight line 
Straight line 
Straight line 
Straight line 
Straight line 
Straight line 
Straight line 


Average useful life 

Indefinite 
20- 100 years 
3-10 years 
3-10 years 
5-10 years 
3-10 years 
3-10 years 
20-100 years 
20-100 years 
3-10 years 
20-100 years 
20-100 years 
3-10 years 


The residual value, and the useful life and depreciation method of each asset are revlewed at the end of each reporting date. If 
the expectations differ from previous estimates, the change is accounted for as a change in accounting estimate. 

Reviewing the useful life of an asset on an annual basis does not require the entity to amend the previous estimate unless 
expectations differfrom the previous estimate. 

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the Item is 
depreciated separately. 

The depreclation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount of 
another asset. 
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1 .4 Property, plant and equipment (continued) 


Items of property, plant and equipment are dereoognised when the asset is disposed of or when there are no further economio 
benefits or service potential expected from the use of the asset. 

statement. 

1.5 Site restoration and dismantling cost 

The entity has an obligation to dismantle, remove arrd restom items 

referred io as 'decommissioning, restoration and J,estor^ whioh it is located, 

during a particular period for purposes other than to produce inventones dunng that period. 

Ifthe mlate^d apt measured^us^ ‘o, or deduoted from, the oost of the related asset in the current 

(b) if®" decrease in the liability exceeds the carrying amount of the asset, the exoess is recognised immediately in 

surplus or deficit; and , considers whether this is an indication 

(c) if the adjustment results in an ° If it is such an indication, the asset is 

impairmeht of non-cash-generating assets. 

1.6 Intangible assets 

An ,,,, 3 ,, ,,, assat wlil 

flow to the entity; and 

• the cost or fair value of the asset can be measured reliably. 

the asset. 

Where an intangibie asset is acquired through a non.xchange transaction, its initia, oost at the date of acquisition is measured 
at its fair value as at that date. 

Expenditure on researoh (or on the research phase of an intemal project) is recognised as an expanse when it is incurred. 
Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

An intangible asset is regarded as having an gsrfnflows^^ 

limit to the period over which the asset ts expected to annuallv and whenever there is an indication that the 

its useful life. 
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1 .6 Intangible assets (continued) 

internally generated brands, mastheads, publishlng titles, custonner lists and items simiiar in substance are not recognised as 
intangible assets. 

Internally generated goodwill is not recognised as an intangible asset. 

Amor.isa.ion is provided to write down the intangible assete, on a straigh. line basis, to their residual values as tollows: 

Useful life 

^ Indefinite 

Computer software, other 

1.7 Herltage assets 

Assets are resources oontrolled by the entity as a result of past events and from whioh future eoonomio benefifs or servioe 
potential are expected to flow to the entity. 

Carrying amount is the amount at whioh an asset is reoognised after deducting acoumulated impairment losses. 

accordance with the specific requirements of other Standards of GRAP. 

Heritage assets are assets that have a cultural, envtonrriental, h^tonoal, natural, soienMo, technologloal or adistic signlflcanoe 
and are held indefinitely for the benefit of present and future generations, 

Recognltlon 

Inltlal measurement 

Heritage assets are measured at cost. 

Where a heritage asset is acquired through a hon-exchange transaotion, its oost is measured at its fair value as at the date of 
acquisition. 

Subsequent measurement 

After recoghitioh as ah asset, a class of heritage assets is carried at its oost less any aocumulated impairment losses. 

Impairment 

Derecognition 

The entity dereooghises heritage asset on disposal, or when no future eoonomio benefits or senrice potential are expeoted from 
its use ordisposal. 

*" ■“ '“ “ 

Transitional provislon 

The entity ohanged its acccunting pclicy for heritage assets in 2016. -^e change in acccunting policy is made in acccrdance 
S hs tlsSai prcvisicn as per Directive 2 of fhe GRAP Reportrng Framework. 
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Accounting Policies 


1 .8 Interest in joint venture 

An interest in a joint venture is carried . 

The entity applies the same accounting for each category of investment. 

Surpluses and deficits resulting from contributions or sale of assets to Joinl ventures are only recognised to the extent of other 
venturers' interests in the joint venture. 

The entity's share of surpluses or deficits, resulting from purchase of assets from joint ventures are recognised only when the 
assets are resold to an independent party. 

In respect of its interest in jointly controlled assets, the entity recognises in its annual financial statements: 

• its share of the jointly controlled assets, classified according to the nature of the assets; 

• any liabilities that it has incurred; 

• its share of any liabilities incurred jointly with the other venturers in relation to the joint venture; 

• any revenue from the sale or use of its share of the output of the joint venture, together with its share of any 
expenses incurred by the joint venture; and 

• any expenses that it has incurred in respect of its interest in die joint venture. 

The entity recognises a dividend or similar distribution in suiplus or deficit in its separate annual financial statements when its 
right to receive the dividend or similar distribution is established. 

1.9 Financial instruments 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residual 
interest of another entity. 

The amortised cost of a financial asset or financial liability is the amount at which the financial asset or financial liability is 
measured at initial recognition minus principal repayments, plus or minus the cumulative amortisation using the effective 
interest method of any difference between that initial amount and the maturity amount, and minus any reduction (directly or 
through the use of an allowance account) for impairment or uncollectlbility. 

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge 
an obligation. 

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
foreign exchange rates. 

Derecognition is the removal of a previously recognised financial asset or financial liability from an entity's statement of 
financial position. 

Initial recognition 

The entity recognises a financial asset or a flnancial liability in its statement of financial position when the entity becomes a 
party to the contractual provisions of the instrument. 

Initial measurement of financial assets and financial liabiiitles 

The entity measures a financial asset and financial liability initially at its fair value plus transaction costs that are directly 
attributable to the acquisition or issue of the fmancial asset or financial liability. 
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1.9 Financial instruments (continued) 

Subsequent measurement of financial assets and financial liabilities 

The entity measures all financial assets and finandal liabilities after initial recognition using the folicwing categories: 

• Financial instruments at fair value. 

• Financial instruments at amortised cost. 

• Financial instruments at cost. 

All financial assets measured at amortised cost, or cost, are subject to an innpairment review. 


Cash and cash equivalents 

These are initially and subsequently recorded at fair value. For cash flow purposes, cash and cash equivalents include cash on 
hand deposits held at call with banks, other short term highly liquid investments with original maturities of three months or less, 
and bank overdrafls. These are subject to an insignificant risk of changes in value. 

Impairment and uncollectlbillty of financial assets 

The entity assess at the end of each reporting period whether there is any objective evidence that a financial asset or group of 
financial assets is impaired, 

Financial assets measured at amortised cost; 

If there is objedive evidenoe that an impairment loss on finandal assets measured at S 

amount of the loss i$ measured as the difference between the assefs carrymg amount and the present yalue of estimated 
future cash flows (excluding future credit losses that have not been incurred) discounted at the fmanciai assets original 
effective interest rate. Impairment loss is recognised against an allowance account, The amount of the loss is recognised in 
surplus or deficit. 

if in a subseauent Deriod the amount of the impairment loss decreases and the decrease can be related objectively to an 
eUnt occurring after the irnpairment was recognised, the previously recognised impairment loss is reversed against allowance 
rccSun“ in a ca^ing amount of the financial asset that exceeds w the amortised cost would 

have been had the impairment nol been recognised at the date the impairment is reversed. The amount of the reversal is 
recognised in surplus or deficit. 

Financial assets measured at cost; 

If there is objective evidence that an impairment loss has been incurred on an investment In a 

measured at fair value beoause its fair value cannot be measured reliably, the amount of the impainnent loss is nneasured as 
the difference between the carrying amount of the financial asset and the present value of estimated future cash flows 
discounted at the current market rate of return for a similar financial asset, Such impairment losses are not reversed. 
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1.9 Financial instruments (continued) 

Presentation 

Interest reiating to a financtal instrument or a componenl that is a finandal liabiiity is recognised as revenue or expense in 
surplus or deficit. 

Dividends or similar distributions relating to a financial instrument or a component that is a financial liability is recognised as 
revenue or expense in surplus or deficit. 

Losses and gains relating to a financial instrument or a component that is a financiai liability is recognised as revenue or 
expense in surplus or defioit. 

Distributions to holders of residual interests are recognised by the entity directly in net assets. Transaction costs incurred on 
residuai interests are accounted for as a deduction from net assets. Income tax [\where applicable] relating to distributions to 
holders of residual interests and to transaction costs incurred on residual interests are accounted for in accordance with the 
International Accounting Standard on Income Taxes, 

A financial asset and a financial liability are only offset and the net amount presented in the statement of financial position 
when the entity currently has a legally enforceable right to sel off the recognised amounts and intends either to settle on a net 
basis, or to realise the asset and settle the liabiiity simuHaneously. 

In acoounting for a transfer of a financial asset that does not qualify for derecognition, the entity does not offset the transferred 
asset and the assodated liability. 

1.10 Leases 

A lease Is classified as a finance lease if it transfors substantially all the risks and rewards incidental to ownership. A lease is 
classified as an operating lease If it does not transfer substantially all the hsks and rewards incidental to ownership. 

When a lease Includes both land and buildings elements, the municipality assesses the ciassification of each element 
separately. 

Finance leases • lessee 

The municipality leases certain property, plant and equipment. Leases of property, plant and equipment where the municipality 
assumes substantially ail the risks and rewards of ownership are dassified as finance leases. Finance lease assets and 
liabilities are recognised at the inception of the lease at the lower of the fair vaiue of the leased assets and the present value of 
the future minimum lease payments, 

Each lease payment is allocated between the liability and finan(» charges so as to achieve a constant rate on the finance 
balance outstanding. The corresponding rental obligations, net of finance charges are included in other long term payables. 
The interest element of the finance cost is chatged to the Statement of Financial Performance over the lease periods so as to 
produce a constant periodic rate of interest on the remaining balance of the iiabiiity fbr each period. The property, plant and 
equipment acquired under finance ieases are depreciated over their shorter of the useful life of the asset and the lease term. 
The municipality wiil not incur a foreign currency lease liability other than that allowed by the MFMA Act (Act 56 of 2003) 

Any contingent rents are expensed in the period in which they are incurred. 

Operating leases - lessor 

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term. 

Initial direct costs incurred in negotiating and arranging operating leases are added to the oarrying amount of the ieased asset 
and recognised as an expense over the iease term on the same basis as the lease revenue. 

Income for leases is disclosed under revenue in statement of financial perfbrmance. 

Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual paymente are recognised as an operating lease asset or liabillty. 
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1.11 Inventories 

inventories are initially measured at weighted average cost, except vtjiere inventories are acquired through a non-exchange 
transaction, then their costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net reaiisable value. 

Inventories are measured at the lower of cost and current replacement costwhere they are held for; 

: SStrin";?p:?dudio; ;rrs"to'be dlsWbuted at no oha^e or for a nohtinal oharge. 

Net realisable value is tha estimated selling price in the ordinary cour^ of operations less the estimated costs of oompletlon 
and the estimated costs necessary to make the sale, exchange or distnbution. 

Current replacement cost is the cost the entity incurs to acquire the asset on the reporting date. 

The oost of inventories comprises of all costs of purchase, costs of oonversion and other costs incurred in bringing the 
inventories to their present location and condition, 

The cost of inventories of items that are not ordinarily interchangeable and goods or setvices produced and segregated tor 
specific projects is assigned using specific identification ofthe individual costs. 

The oost of inventories is assigned using the weighted avemge oost formula. The same oost formula is used for all inventories 
having a similar nature and use to the entity. 

When inventories are sold, the oarrying SX'gfods'’a:e diSrrbuted! or 

related revenue is recognised. If there is no related ■ i-„JJ,*ories to net realisable value or current replacement cost 

of 

:rcognt°d a's'a SrS^Thrmtm ?f inSriet recognised as an expense In fhe period in whioh the reversal ocours. 
development. 

1.12 Impairment of cash-generating assets 

Carrying amount is the amount at which an asset is recogni^d in the statement of financial posifion after deduoting any 
accumulated depreciation and accumulated impairment losses thereon. 

A oash-generating unit is the smallest iden.ifable S-P °nfS"VherTsTe.s'o; 

return that generates cash inflows from continuing use that are largely indepenaeni ot ine 

groups of assets. 

Costs of disposal are incremental oosts direotiy attributeble to the disposal of an asset, exoluding f nanoe oosts and income tax 
expense. 

Depreciation (Amortisation) is the systematic allocation ofthe depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amoun. obtainable fmm the saie of an asse. in an arm’s length transaotion between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an aaset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 
UsefuMife ggggt is expected to be used by the entity; or 
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irfhrnlt"" to be Obtained from the asse. by the entity. 

Criteria developed by the entity to dis.inguish cash-generabng assets from non-oash-generating assets are as follow: 

1 13 Impairment of non-cash-generating assets 

Non-oash-generating assets are assets other than cash-generating assets. 

Carrying amount is the amount at which an asset is recogni^ in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairmentlossesthereon. 

A cash-generating unit is the smallest identifiable "^^gpendenr^^ inflows from^other assets or 

return that generates cash inflows from continuing use that are largely indepenaeni oi 

groups of assets. 

Costs of dispcsal sro ihcremohtsl ocsts directly s«ribu.sble to the dispossl of Sh asset, exoluding f,hanoe oosts and ihoome tsx 
expense. 

Deprsoistion (Amortisstion) is the systemstio slloostioh of the depreoisble smount of an ssset over its useful life. 

Fsir vsiue iess oosts to seil is the amoun. obtsinsb^ from the ssie of sn ssse. in sn srm's ieng.h trsnssction between 
knowledgeable, willlng parties, less the costs of disposal. 

Reooversble servioe smoun. is the higher of a non-cssh-genersting ssssfs fair vslue less oosts to ssll snd its vslue in use. 

Criteris developed by the entity to distinguish non-cssh-genersflng assets from ossh-genersting sssets sm ss follow: [Spso.fy 
criteria] 

1.14 Employee beneflts 
Short-term employee benefits 

service is rendered and are not discounted. 

The expeo.ed oos. of oompenssfed absenoes is reoognised - - 

their entitlement or, in the case of non-accumulating absences, when the absence occurs. 

The expected oos. of surplus shsring snd bonus psyments is reoognised ss sn expense when there is s legal or oonstruotive 
obligation to make such payments as a result of past perfoimance. 

Defined contribution plans 

The municipality and its employees contribute the rules of the funds. 

to the Pension Fund for Municipal Councillors. The rehrement tenefit requirements of the various funds. 

Full acturial valuations are performed by the re‘®''3nt oeriod^in which^ the service is rendered by the relavant 

Current contributions are recognised in f ^j^tentthat a cash refund or a reduction in fut^ 

employees. Prepaid contributions are recognised as an asset to the exiem xnax d 

is available. 
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1.14 Employee benefits (continued) 

Defined benefit plans 

immediately. 

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. 

ex5ense fo“he yea^r is included in the employee benefit expense in the statement of financial performance. 

Past service costs are recognised immediately to the extent th^the 

on a straight line basis over the average period until the amended benefits become vested. 

Actuarial gains or losses within the corridor are not recognised. 

Gains or losses on the ourtailment or settlement of a defined benefit plan are reoognised when the entity is demonstrably 
committed to curtailment or settlement. 

Whan it is virtually oertain that another party °V Thras\"rrmea\t4Vattfvalua^^ 

?e^S":hra;lViVtrr^d:r:e:lr;a°^^ expense rela.ing ,o a de.ned benem 

plan is presented as the net of the amount recognised for a reimbursement. 

si r.r ssi 

plan assets. 

Any asset is limited to unrecognised actuarial losses and past service costs, plus the present value of available refunds and 
reduction in future contributions to the plan. 

Other long term employee benefits 

Long servioe awards are provided to employees who aohieve certain pre-determined milestones of servioe within the 
municipality. 

1.15 Provisions and contingencies 


Provisions are recognised when: 

• the entity has a present obligation as a resultof a pastevent. 

• it is probabie that an outflow of resources embodying economic 
settle the obligation; and 

• a reliable estimate can be made of the obligation. 


benefits or service potential will be required 


to 


The amount of a provision is the best estimate of the expenditure expeoted to be required to settle the present obligation at the 
reporting date. 
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1.15 Provlsions and contingencies (continued) 

Where the effeot of time value of meney is material, the amount of a provision is the present value of the expenditures 
expected to be required to settle the obligation. 

The disoount rate is a pre-tax rate that ref eots ourmnt market assessments of the time vaiue of money and the risks speoiflo to 
the liability. 

rongeTprb"'n™tt=wo?msLfoLVel^^^^^^^^ 

obligation. 

Where disoounting is used, the oarrying amount of a provision inoreases in eaoh period to refleot the passage of time. This 
increase is recognised as an interestexpense. 

A provision is used only for expenditures for which the provision was originally recognised. 

Provisions are not recognised forfuture operating deficits. 

,f an entity has a contract that is onerous, the present obligation (net of reooveries) under the contract is recognised and 
measured as a provision. 

Contingant assets and oontingent liabilities are not recognised. Contingencies are disclcsed in note 38. 

Sbeenes1S?iis?edan3rSis^'d%Uh1'^^^^^^^^^^^^^ 
amortised cost. 

l:fbeef e1ia*h%“tSC rSnt%Z'p" 

to settle the obligations and is carried at amortised cosL 
1.16 Revenuefrom exchange transactions 
Measurement 

Revenue is measured atthe fair vaiue of the ccnsideration received or recelvable, net of trade discounts and volume rebetes, 

Sale of goods 

. the entity retains neither continuing managerial involvement lo the degree usuaiiy assouidi 
effective control over the goods sold; 

: :rsrba%°' irtSre'nomic^" potentia, assooiated with the transacticn will flow to the entity; 

. fhe costs incurred crto be inourred in respect of the transaction can be measured reliably. 


23 



Ramotshere Moiloa Local Municipality 

Annual Financial Statements for the year ended 30 June 2016 

Accounting Policies 


1.16 Revenue from exchange transactions (continued) 

Rendering of services 

When the outcome of a transaction involving the rendering of services can be estlmated rellably, revenue associated with 
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the foilowing conditions are satisfied: 

• the amount of revenue can be measured reliably; 

• it is probable that the economlc benefits or service potential associated with the transaction will How to the entity; 

• the stage of completion of the transaction at the reporting date can be measured reliably; and 

• the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a 
straight line basis over the specified time frame unless there is evidence that some other method better represents the stage of 
completlon. When a specific act is much more significant than any other acts, the recognition of revenue is postponed until the 
significant act is executed. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised 
only to the extent of the expenses recognised that are recoverable. 

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of 
completion is determined by services performed to date as a perr^ntage of total services to be performed. 

Service charges relating to electricity, water and sanitation are based on consumption. Meters are read and bllled on a monthly 
basis and revenue is recognlsed when invoiced. Estimated consumptions are made monthly when meters have not been read. 
The estimates of consumption are recognised as revenue when invoiced. Adjustments to estimates of consumption are made 
in the invoicing period when meters have been read. These adjustments are recognised a$ revenue in the involcing period. 

Income from agency services: Income from agency services is recognised on a monthly basis once the income 
collected/received on behalf of agents has been quantified. The income is recognised in terms of the agency agreement. 

Interest, royalties and dividends 

Revenue arising from the use by others of entity assets yielding interest, royalties and dividends or slmilar distributions Is 
recognised when: 

• It is probable that the economic benefits or service potential associated with the transaction wlll flow to the entity, 
and 

• The amount of the revenue can be measured reliably. 

Interest is recognised, in surplus or deficit, using the effective interest rate method. 

Dividends or similar distributlons are recognised, in surplus or deficit, when the entity's right to receive payment has been 
established. 

1 .1 7 Revenue from non*exchange transactions 

Revenue comprises gross inflows of economic benefits or service potential received and receivable by an entity, which 
represents an increase in net assets, other than increases relating to contributions from owners. 

Conditlons on transferred assets are stipulations that specify that the future economic benefits or service potential embodied in 
the asset is required to be consumed by the recipient as spedfied or hjture economic benefits or service potential must be 
returned to the transferor. 

Control of an asset arise when the entity can use or otherwise benefit from the asset in pursuit of its objectives and can exclude 
or otherwise regulate the access of others to that benefit. 

Exchange transactions are transactions in whidi one entity receives assets or services, or has liabilities extinguished, and 
directly gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to another entity in 
exchange. 

Expenses paid through the tax system are amounts that are available to beneficiaries regardless of whether or not they pay 
taxes. 
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1.17 Revenue from non-exchange transactions (continued) 

Fines are economic benefits or service potential received or receivable by entities, as determined by a court or other law 
enforcement body, as a consequence of the breach of laws or regulations. 

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, an entity either 
receives value from another entity without directly giving approximate!y equal value in exchange, or gives value to another 
entity without directly receiving approximately equai value in exchange. 

Restrictions on transferred assets are stipulations that limlt or dlrect the purposes fbr which a transferred asset may be used, 
but do not specify that future economic benefits orservice potential is required to be returned to the transferor if not deployed 
as specified. 

Stipulations on transferred assets are terms in laws or regulation, or a binding arrangement, imposed upon the use of a 
transferred asset by entities external to the reporting entity. 

Taxexpenditures are preferential provisions ofthe tax law that provlde certain taxpayers with concessions that are not available 
to others. 

The taxable event is the event that the government, legislature or other authority has determined will be subject to taxation. 

Taxes are economic benefits or service potential compulsorily paid or payable to entities, in accordance with laws and or 
regulations, established to provide revenue to govemment. Taxes do not include fines or other penalties imposed for breaches 
ofthe law. 

Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than taxes. 

Uncondltlonal grants and recelpts 

Government grants are recognised as revenue when: 

- it is probable that the economic benefits or service potentlal assoclated with the transaction will flow to the 
municipallty, 

- the amount of the revenue can be measured reliabty, and 

- to the extent that there has been compliance with any restrictlons associated with the grant. 

The municipality assesses the degree of certainty attached to the flow of ftjture economic benefits or service potential on the 
basis of the available evidence. Certain grants payable by one level of government to another are subject to the availabiiity of 
funds. Revenue from these grants is only recognised when it is probable that the economic benefits or service potential 
associated with the transaction will flow to the entity. An announcement at the beginning of a financial year that grants may be 
available for qualifying entities in accordance with an agreed programme may not be sufficient evidence of the probability of the 
flow. Revenue is then only recognised once evidence of the probability of the flow becomes avaiiable, which in most cases is 
on receipt 

Restrictions on government grants may result in such revenue being recognised on a time proportion basis. Where there is no 
restriction on the period, such revenue is recognised on recelpt'or when the Act becomes effective, which-ever is earlier. 

When government remit grants on a re-imbursement basis, revenue is recognised when the qualifying expense has been - 
incurred and to the extent that any other restrictions have been complied with. 

1.18 ValueAdded Tax 

The municipality accounts for Value Added Tax(VAT)on a cash basis. The municipality is liable to account forVAT atthe 
standard rate of 14% in terms of section 7(1)(a) ofthe VAT Act in respect of supply of goods or services, except where the 
supplies are specifically zero-rated in terms of section 1 1 , exempted in terms of section 1 2 of the VAT Act or are scoped out 
for VAT purposes. The municipality accounts for VAT on a monthly basis. 

1.19 Pre-paid electricity 

Revenue from the sale ofelectricity using pre-paid metercards is recognised based on consumption. 

The related cost of providing services recognised as revenue in the current period is included in cost of sales. 
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1.20 Investment income 

Investment income is recognised on a time-proportion basis uslng the effiective interest method. 

1.21 Borrowing costs 

Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing of funds. 

1.22 Comparative figures 

When the presentation or classification of items in the financial statements is ammended, prior period comparative amounts 
are reclassified. The nature and reasons for the reclassification is disclosed 

Where accounting errors have been identified in the ourrent financial year, the correction is made retrospectively as far as it is 
practical and the prior year comparatives are restated accordingly. Where there has been a change in accounting policy in the 
current year, the adjustment is made retrospectively as far as it is practical and the prior year comparatives are restated 
accordingly. 

1.23 Unauthorised expenditure 

Unauthorised expenditure means; 

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance in 
the year that the expenditure was incurred. The expenditure is dassified in accordance with the nature of the expense, and 
where recovered, it i$ subsequently accounted for as revenue in the statement of financial performance. 

1.24 Fruitless and wasteful expendlture 

Fruitless expenditure means expenditure which was made in vain and wouid have been avoided had reasonable care been 
exerci8ed. 

All expenditure reiating to fruitless and wasteful expenditure is recognised as an expen$e in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the 
expen8e, and where recovered, it is subsequentiy accounted for as revenue in the statement of financial performance. 

1.25 lrregularexpenditure 

Irregular expenditure as defined in section 1 of the MFMA is expenditure other than unauthorised expenditure, incurred in 
contravention of or that is not in accordance with a requirement of any applicable iegislation, including - 

(a) thisAct;or 

(b) the Municipal Systems Act, (Act No. 32 of 2000), Public Office Bearers Act (Act No. 20 of 1998) or any regulations 
made in terms of these Acts; or; or 

(c) the municipality's Supply Chain Management Policies or any provinciai legislation/guidelines providing for 
procurement procedures in the municipalities. 

Irregular expenditure is accounted for as an expense in the statement of financial performance in the period it occured and 
where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

Irregular expenditure that was incurred and identified during the current financial and which was condoned before year end 
and/or before finalisation of the financial statements must also be recoided appropriately in the irregular expenditure register. In 
such an instance, no further action is also required with the exception of updating the note to the financial statements. 

irregular expenditure that was incurred and identified during the current financial year and for which condonement is being 
awaited at year end must be recorded in the irregular expenditure register. No further action is required with the exception of 
updating the note to the financial statements. 

Where irregular expenditure was incurred in the previous financial year and is oniy condoned in the following financial year, the 
register and the disclosure note to the financial statements must be updated with the amount condoned. 
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1.26 Related parties 

The entity operates in an economic sector currentty dominated by entities directly or indirectly owned by ^e South African 
Government. As a consequence of the constitutional independence of the three spheres of government in South Africa, only 
entities within the local sphere of government are considered to be related parties. 

Management are those persons responsible for ptanning. directing and controlling the activities of the entity including those 
charged with the governance of the entity in accordance with legislation, in instances where they are required to perform such 
functions. 

Close members of the family of a person are considered to be those family members who may be expected to influence, or be 
influenced by, that management in their dealings vwth the entity. 

1.27 Events after reporting date 

Events after reporting date are those events, both favourable and unfevourable, that occur between the reporting date and the 
date when the financial statements are authorised for issue. Two types of events can be identified: 

• those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting date), 

• those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting 
date). 

The entity will adjust the amount recognised in the financial statements to reflect adjusting events after the reporting date once 
the event occurred. 

The entity will disclose the nature of the event and an estimate of its financial effect or a statement that such estimate cannot 
be made in respect of all material non-adjusting events, where non-disclosure could influence the economic decisions of users 
taken on the basis of the financial statements. 
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2. Inventories 

Consumabie stores 
Land 


3. Other financlal assets 

Designated at fair value 

Listed Fund -Sanlam 


Current assets 
Designated atfairvalue 

4. Receivables from exchange transactions 

Third Party Vendors 
Creditors with debit balances 


R 

R 

6 947 450 

24 753 804 

6 873 418 
24 805 921 

31 701 264 

31 679 339 


2 103 401 

1 981 102 

2103 401 

1 981 102 


867 603 

6 470 
264 049 

867 603 

270 519 


Third PartyVendors 


Tha munioioalitv imroduoed a new system in the ourrent year whereby 
Id^the m^y from the oustomers is reoeived by Conlog whom m 


oustomers oan purohese eleotrlcity through third party 
tum pay over to the municipality. 


6. Receivables from non-exchange transactions 

Fines 

Rental Debtors 

Other 

1 132 437 

36 721 

2 159 496 

612 599 

1 086 876 

28 345 

2 122 743 
594 599 

Sale ofland debtors 

3 941 253 

3 832 563 

6. Consumer debtors 



Gross balances 

Rates 

Electricity 

Water and Sanitation 

73 286 894 

10 026 349 

34 561 189 

5 782 024 

40 719 978 
23 904 611 

12 165 194 
22 410 876 

Refuse and Other 

123 656 456 

99 200 659 

Less: Allowance for Impalrment 

Rates 

Electricity 

Waterand Sanitation 

(59 606 802) 
(3 315 312) 
(16 282 383) 
(5 683 897) 

(31 606 802) 
(23 315 312) 
(11 282 383) 
(18 683 897) 

Refuse & Other 

(84 888 394) 

(84 888 394) 
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6. Consumer debtors (continued) 



Net balance 

Rates 

13 680 092 

9113 176 

Electricity 

6 711 037 

589 299 

Water and Sanitation 

18 278 806 

882 81 1 

Refuse and Other 

98 127 

3 726 979 


38 768 062 

14 312 265 

Rates 

Current (0 -30 days), 

774 858 

771 858 

31-60 days 

1 400 350 

1 400 336 

61 - 90 days 

2130 000 

1 161 576 

91 - 120 days 

2 800 000 

1 1 05 858 

121 -365 days 

3 500 000 

1 327 465 

> 365 days 

3 074 884 

3 346 083 


13 680 092 

9113176 

Electricity 

Current (0 -30 days) 

. 

• 

31 - 60 days 

. 

• 

61 - 90 days 

. 


91 -I^Odays 

. 

_ 

121 -365 days 

6 711 037 

589 299 


6 711 037 

589 299 

Water and Sanitatlon 

31 - 60 days 

. 


121 -365days 

16 032 653 

863 859 


16 032 653 

863 859 

Refuse and Other 

Current (0 -30 days) 

98 127 

686 317 

31 - 60 days 

. 

607 824 

61 - 90 days 

- 

528 489 

91 - 120 days 

. 

504 087 

121 -365days 

- 

1 400 262 


98 127 

3 726 979 

Reconciliation of allowance for impairment 

Balance at beginning of the year 

(84 888 394) 

(55 349 185) 

Contributions to allowance 

- 

(29 539 209) 

7. Cash and cash equivalents 

(84 888 394) 

(84 888 394) 

Cash and cash equivalents consist of; 

Cash on hand 

421 863 

141 513 

Bank balances 

4 234 317 

4 605 378 

Short-term deposits 

2 096 753 

13 389 004 


6 752 933 

18135 895 
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7. Cash and cash equivalents (continued) 
The entity had the following bank accounts 


Account number / description 

Bank statement balances 

Cash book balances 


30 June 2016 

30 June 2015 

30 June 2014 

30 June 2016 

30 June 2015 

30 June 2014 

FNB - cheque account 
62063144431 

1 711 983 

3 055 996 

1 103211 

1 711 983 

3 055 996 

1 103 210 

FNB- cheque account 
54351140693 

373 795 

868176 

356 337 

373 795 

868 176 

356 337 

FNB- cheque account 
62200495960 

154 020 

104 089 

267 593 

154 020 

104 089 

267 593 

FNB- cheque account 
62224998023 

1 994 519 

577117 

1 774 694 

1 994 519 

577 117 

1 774 694 

Total 

4 234 317 

4 605 378 

3 501 835 

4 234 317 

4 605 378 

3 501 834 


8. Investment property 




2016 


2015 


Cost/ 

Valuation 

Accumulated Carrying value 
depreciation 
and 

accumulated 

Impairment 

Cost/ 

Valuation 

Accumulated Carrying value 
depreciation 
and 

accumulated 

impairment 

Investment property 

20 921 292 

(1 941 238) 18 980 054 

20 921 292 

(1 870 596) 19 050 696 


Reconclliation of investment property - 2016 


Opening Depreciation Total 
balance 

Investment properly 19 050 696 (70 642) 18 980 054 


Reconciliation of investment property • 2015 


Investment property 


Opening Depreciation Total 
balance 

19 121 338 (70 642) 1 9 050 696 


The municipality entered into a joint arrangement with ABSA Bank for the construction of a building for leasing purposes. The 
terms ofthe arrangementwere as follows; 

- The municipality conthbuted a piece of land, which was valued at R700.000 whilst ABSA contributed R6, 300, 000 for the 
construction of building. 

- The municipality's contribution was deemed to be worth 10% and ABSA 90%. 

- On completion of the building, ABSA occupied the buHding and leased additional rental space. 

- Building operating costs are deducted from the rental income. 

- ABSA is responsible for management of the building and in return compensated with 5% of rental income plus a management 
fee which will be agreed between the parties. 

- The residue is shared in terms of the venturers' contribution 

In terms of GRAP 8 (Interest in Joint Ventures), the munidpality's component/share of the building was recognised as 
Investment property. The nature of this jointly controlled asset is investment property as it is leased to tenants and the 
municipality earns rentals from it. 

A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection atthe registered office ofthe municipality. 
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9. Property, plantand equipment 



2016 


2015 

costy 

Accumulated Carrying vaiue 

Cost/ 

Accumulated Carrying value 

Valuation 

depreciation 

Valuation 

depreciation 


and 


and 


accumulated 


accumuiated 


impairment 


impairment 


Land 

16 882 765 

- 

16 882 765 

16 882 765 

. 

16 882 765 

Buildings 

69 244 734 

(41 142 079) 

28 102 655 

69 244 734 

(37 069 380) 

32 175 354 

Plantand machinery 

881 555 

(621 512) 

260 043 

874 624 

(480 637) 

393 987 

Furniture and fixtures 

475 779 

(293 939) 

181 840 

440 329 

(220 638) 

219 691 

Motorvehicles 

12 779 557 

(7 085 296) 

5 694 261 

12 131 201 

(5 731 951) 

6 399 250 

Office equipment 

312 881 

(150110) 

162 771 

268 895 

(108 360) 

160 535 

Computer equipment 

1 553 177 

(544 999) 

1 008 177 

943 926 

(380 081) 

563 845 

Community 

107 978 802 

(56 535 168) 

51 443 635 

100 624 756 

(50 842 031) 

49 782 726 

Servitudes/road reserves 

13 011 798 

- 

13 011 798 

13 011 798 

- 

13 011 798 

Work in progress 

25 092 563 

- 

25 092 563 

35 931 966 

_ 

35 931 966 

Landfill site 

12 488 000 

(2 840 921) 

9 647 079 

12 488 000 

(1 494 790) 

10 993 210 

Roads & Stormwater Assets 

608 507 970 

(236 522 268) 

371 985 702 

569 082 550 

(213 262 172) 

355 820 378 

Electricity assets 

71 896 311 

(27 100 941) 

44 795 369 

55 321 918 

(25 405 867) 

29 916 052 

Wastewater network 

2 184 

- 

2 184 

2 184 

. 

2 164 

Finance Leased Assets 

2 048 360 

(1 365 573) 

682 787 

2 048 360 

(1 365 573) 

682 787 

Other assets 

4 897 777 

(3 172 852) 

1 724 926 

4 897 777 

(2 544 843) 

2 352 934 

Total 

948 054 213 

(377 375 658) 

570 678 555 

894 195 783 

(338 906 323) 

555 289 462 

Reconclliatlon of property, plant and equlpment • 2016 






Opening 

Additions 

Disposals 

Transfers 

Depreciation 

Total 


baiance 






Land 

16 882 765 

- 

. 

. 

. 

16 882 765 

Buildings 

32 175 354 

- 

- 

- 

(4 072 699) 

28 102 655 

Plant and machinery 

393 987 

6 931 

- 

. 

(140 875) 

260 043 

Furniture and fixtures 

219 691 

35 449 

- 

. 

(73 300) 

181 840 

Motor vehicles 

6 399 250 

1 685 975 

(455 139) 

. 

(1 935 825) 

5 694 261 

Office equipment 

160 535 

50 914 

- 

- 

(48 678) 

162 771 

Computer equipment 

563 845 

634 749 

(15161) 

- 

(175 257) 

1 008 176 

Community 

49 782 726 

- 

- 

7 354 047 

(5 693 138) 

51 443 635 

Servitudes/road reserve 

13 011 798 

- 

- 

. 

. 

13 011 798 

Work in progress 

35 931 966 

52 731 908 

- 

(63 571 311) 

_ 

25 092 563 

Landfill site 

10 993 210 

- 

- 

. 

(1 346131) 

9 647 079 

Roads & Stormwater Assets 

355 820 378 

- 

- 

39 425 420 

(23 260 096) 

371 985 702 

Electricity assets 

29 916 052 

- 

- 

16 791 844 

(1 912 526) 

44 795 370 

Wastewater network 

2184 


_ 

. 


2 184 

Finance Leased Assets 

682 787 

- 

. 

. 


682 787 

Other assets 

2 352 934 

- 

- 

- 

(628 008) 

1 724 926 


555 289 462 

55 145 926 

(470 300) 

- (39 286 533) 570 678 555 
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9. Property, plant and equipment (continued) 


Reconciliation of property, plant 


Land 

Buildings 

Plant and machinery 
Furniture and fixtures 
Motorvehicles 
Office equipment 
Computer equipment 
Community 

Servitudes/road reserve 
Work in progress 
Landfill site 

Roads & Stormwater Assets 
Electricity assets 
Wastewater network 
Finance Leased Assets 
Other assets 


and equipment - 2015 

Opening Additions 
balance 


16 882 765 
36 278 338 
534 477 
246 581 
8 370 430 
136 214 
556 426 
34 647 070 
12 739 687 
40 134 840 
2 692 731 
368 150 780 
28 635 969 

1 365 573 

2 462 740 

543 834 621 


37 822 

48 085 
176 975 


38 926 283 
8 541 565 

2184 

517 035 

48 248 849 


Transfers 

received 


20 141 089 
272111 
(43 129 157) 

20 768 288 
2 773 800 


826131 


Transfers Depreciation 


5 695 
(27 343) 


(4102 984) 
(140 490) 
(64 712) 
(1 971 180) 
(29 459) 
(142 213) 
(5 005 433) 


(241 086) 

- (23 098 690) 

(1 493 717) 

(682 786) 
(626 841) 

721 648) (37 599 59^ 


A register containing Ihe information required by 
inspection atthe registered office ofthe entity. 


section 63 of the Municipal Finance 


Management Act 


Total 

16 882 765 
32 175 354 
393 987 
219 691 
6 399 250 
160 535 
563 845 
49 782 726 
13 011 798 
35 931 966 
10 993 210 
355 820 378 
29 916 052 
2 184 
682 787 
2 352 934 

555 288 462 


is available for 


10. Intangible assets 


Computersoftware 



Reconciliation of intangible assets - 2016 
Computer software 


Opening 
balance 
3 469 559 


Additions Total 

69 659 3 634 956 


Reconciliation of intangible assets • 2015 


Computer software 


Opening 
balance 
3 032 809 


Additions 
436 750 


Total 
3 469 559 


11. Heritage assets 


2016 


2015 


Cost/ 

Valuation 


Accumulated Carrying value 
impairment 


Cost/ Accumulated Carrying value 

Valuation impairment 

losses 
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1 1 . Heritage assets (continued) 

Other 404 550 


404 550 404 550 


404 550 


12. Long-term liabilities 
At amortised cost 

DBSALoan 100121/3 . . . , 

The loan has a fixed interest rate of 15.15% per annum and is repayable in 30 equal 
half-yearly instalments. The loan period is 15 years and redemption date is 30 June 
2019 

DBSALoan 102400/1 . . ..« i 

The loan has fixed interest rate of 5% per annum and is repayable in 40 equai 
instalments. The ioan period is 20 years expiring in 30 September 2028 
DBSALoan 100702/1 . . . .„ 

The loan has a fixed interest rate of 11.73% per annum and is repayable in 40 equal 
half-yearly instalments. The loan period is 20 years and redemption date is 30 June 
2026 

Short term portion of long term loans 


1 681 454 2 354 828 

2 087 965 2 217 880 

929 298 985 238 

1 446 358 756 064 

6147 075 6 314 010 


Total otherfinancial liabilities 


6147 075 6 314 010 


Non-current llabillties ^ ggg g 557 g^g 

At amortised cost 


Current liabilitles ^ 445 ggg 755 064 

At amortised cost - — 


1 3. Finance lease obligation 

Minimum lease payments due 
- within one year 


845 157 


14 . Payables from exchange transactions 

39 880 757 

30 835 157 

Trade payables 

314 626 

103 812 

Payments received in advanced 

8 493 153 

7 393 636 

Accrued leave pay 

2 681 991 

2 450 914 

Accrued bonus 

7 386 

7 386 

Interest Accrued 

10 336 

45 735 

Payroll Clearing 

5 118 808 

171 487 

Other Payables 


1 414 918 

Backpay Salary 

4 075 269 

3 961 178 

Retentlons 

2 608 335 

1 018 925 

Consumerdebtors unknown 

2 246 1 52 

95 796 

Debtors with credit balances 

65 436 813 

47 498 944 
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Net effective discount rate 

For the current year and the prior year 
of liability. 


assumptions, the valuers have taken a point on the yieid matohing the implied duration 



R 

R I 

15. VATpayable 


i 


5 591 483 

7 503 979 I 

Net balance — 


I 


(1 320 807) 

218 004 

Vat Returns 

(5 253 878) 

j 

VAT Input Deferred 

10 990 289 

7 285 974 

VAT Control 

1 175 880 

- 

VAT Output Deferrred — 

5 591 484 

7 503 978 j 

The municipality is registered for VAT on a payment basis. 



16. Consumer deposits 


i 


1 257 631 

1 202 361 I 

Electricity 

418 424 

154 674 I 

Water — 

1 676 055 

1 357 035 

17. Employee benefit obligations 



Deflned contribution plan 


1 

The municipality has a policy to subsidise post-emptoyment health care costs of employees that 
IS theirSement The subsidy covers the employee as well as the spouse or dependent. 

belonged to medical scheme | 

The amounts recognised in the statement of financlal posiUon are as follows: 


1 

PresenUalue of the defined benefit obligation-wholly unfunded 

40 294 000 

35 475 000 j 


(39 349 000) 

(34 659 000) 

Non-current liabilities 

(945 000) 

(816 000) 

Current liabilities 

(40 294 000) 

(35 475 000) i 

The municipality has no further obligation to cover unfunded benefits. 



Net expense recognised in the statement of fmancial performance 


i 


2 374 000 

1 777 000 1 

Current service cost 

3 410 000 

2 685 000 

Interest cost 

(183 000) 

2 274 000 

Actuarial (gains) losses 

(782 000) 

(741 000) 

Settlement 

4 819 000 

5 995 000 

Key assumptions used 



Assumptions used atthe reporting date; 




9,70 % 

9,40 % 

Discount rates used 

7,84 % 

7,53 % 

Consumer price inflation 

8.84 % 

8,53 % 

Medical aid inflation 

1,70% 

0,80 % 
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17. Employee benefit obligations (contlnued) 


Other assumptions 

The cost of the subsidy after retirement is dependent on the increase in the contributions to the medical aid scheme before and 
after retirement. The rate at which these contributions increase will thus have a direct effect on the iiability of future retirees. 


A one percentage point change in assumed healthcare cost trends rates would have the following effects; 


Effect on the interest cost 
Effect on the service cost 
Effect on defined benefit obligation 

1 8. Unspent condltlonat grants and receipts 

Unspent condltional grants and receipts comprises of: 


One 

One 

percentage 

percentage 

point increase point 


decrease 

4 747 000 

3 382 000 

3 396 000 

2 139 000 

47 791 000 

34 327 000 


Unspent conditional grants and receipts 

Municipal Infrastructure Grant 

Library Grant 

LGSETA 

INEP 

Local Government 


. 

18 805 728 

500 000 

. 

. 

1 547 230 

- 

1 506 960 

1 276 598 

5 000 000 

1 776 698 

26 859 918 


See note 24 for reconciliation of grants from National/Provlncial Govemment. 
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19. Provisions 

Reconciliation of provisions - 2016 



Opening 

Additions 

Utilised during 

Total 

Environmental rehabilitation 

Balance 

12 488 000 

1 302 000 

the year 

13 790 000 

Performance Bonus 

953 419 

- 

(472 573) 

480 846 

Long service award 

4 588 000 

1 735 000 

(381 000) 

5 942 000 


18 029 419 

3 037 000 

(853 573) 

20 212 846 

Reconciliation of provisions - 2015 


Opening 

Additions 

Reversed 

Total 

Environmental rehabilitation 

Balance 

4 605 000 

3 577 000 

during the year 

4 306 000 

12 488 000 

Performance bonus 

- 

953 419 

- 

953 419 

Long service award 

4 183 000 

405 000 

- 

4 588 000 

Other provisions 

4 306 000 

- 

(4 306 000) 

- 


13 094 000 

4 935 419 

- 

18 029 419 


Non-current liabilities 19 732 000 17 076 000 

Current iiabilities 460 846 953 41 9 

20 212 846 18 029 419 


Envlronmental rehabilitatlon provlsion 

The provlslon for rehabilitation of landfill sltes relates to the legal obligation to rehabilltate landflll sltes to a condition whereby it 
complies to the permit requirements issued in terms of the Mineral and Petroleum Resources Development Act, (Act, 28 of 
2002). The provision was determined by an independent expert as at 30 June 201 6 and approximates the discounted expected 
future cash flows uslng reasonable estimation techniques. 

During the current year, licences for the illegal dumpsites were obtained. The current liability raised as a provision has 
therefore been moved to non-current as the municlpality will rehabilitate the sites when the landfill sites are full. 

Long servlce award 

In addition to normal leave an employee shall qualify for the following additional leave as recognition for service at the same 
employer, which shall be paid out respectively once only the date on which the various periods of continues service have been 
completed, as follows. 

After 10 years service - 10 working days 
After 1 5 years service - 20 working days 
After 20 years service - 30 working days 
After 25 years service - 30 working days 
After 30 years service - 30 working days 
After 35 years service - 30 working days 
After 40 years service - 30 working days 
After 45 years service - 30 working days. 

An employee may choose to either utilise the leave for holiday purposes or en-cash leave within 1 2 months. 

The two most important financial variables used in our valuation are ttie discount rate and salary inflation. An indication of the 
uncertainties about the amount or timing of those outflows. Where necessary to provide adequate information, an entity shall 
disclose the major assumptions made concerning future events. 

Discount rate 
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19. Provisions (continued) 

IAS19 defines the determination of the Discount rate assumption to be used as the rate that can “be determined by reference 
to market yields at the balance sheet* date on high quality corporate bonds. In countries where there is no deep market in such 
bonds, the market yields (at the balance sheet* date) on govemment bonds should be used. The currency and term of the 
corporate bonds or government bonds should be consistent with the currency and estimated term of the post-employment 
benefit obligations.”reimbursement. 

The amount of any expected reimbursement, stating the amount of any asset that has been recognised for that expected 
reimbursement. 


20. Service charges 


Sale of electricity 

48 406 975 

45 243 034 

Sale ofwater 

7 718 037 

7 694 240 

Sewerage and sanitation charges 

2 106 082 

1 999 528 

Refuse removal 

5 874 589 

5 853 061 

21 . Rental of facilities and equipment 

64105 683 

60 789 863 

Premises 

Premlses 

198 090 

202 760 

22. Investment revenue 

198 090 

202 760 

Interest revenue 

Bank 

23. Property rates 

1 229 217 

668 097 

Rates received 

Residential 

1 1 326 738 

9 093 202 

Commercial 

8 329 009 

7 789 896 

State 

17 947 990 

1 069 130 

Agriculture 

4 754 218 

3 890 912 


42 357 955 

21 843 140 
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24. Government grants and subsidies 


Operating grants 

Equitable share 

Municipal Systems Improvement Grant 
Library Grants 

Financial Management Grant 

LG Seta 

EPWP Grant 

NDPG 

Watergrant 


Capital grants 
MIG 
NDPG 
INEP 

Local Government Grant 


127 415 000 102 166 000 


Equitable Share 


Municlpal Infrastructure Grant (M1G) 

Balance unspent at beginning of year 
Current-year receipts 
Conditions met - transferred to revenue 
Roll over denied 


Conditions still to be met - remain liabilities (see note 18). 

Municlpal Systems Improvement Grant 

Current-year receipts 

Conditions met - transferred to revenue 

Neighbourhood Development Grant 

Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

Financial ManagementGrant 

Current-year receipts 

Conditions met - transferred to revenue 


930 000 

934 000 

500 000 

718 889 

1 675 000 

1 600 000 

6 422 763 

2 050 068 

1 286 000 

1 464 000 

598 

- 

3 300 000 

- 

141 529 361 

108 932 957 

44 820 728 

45 818 272 

323 708 

3 575 780 

16 506 960 

3 993 040 

3 723 402 

- 

65 374 798 

53 387 092 

206 904 159 

162 320 049 

ligent community members. 

18 805 728 


28182 000 

34 624 000 

(44 820 728) 

(45 818 272) 

(2167 000) 

30 000 000 

■ 

18 805 728 

930 000 

934 000 

(930 000) 

(934 000) 

■ 

- 


495 780 

. 

3 080 000 

- 

(3 575 780) 

- 

■ 

1 675 000 

1 600 000 

(1 675 000) 

(1 600 000) 

■ 

- 


LibraryGrant 
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24. Government grants and subsidies (continued) 



Balance unspent at beginning of year 

Current-year receipts 

Condltions met - transferred to revenue 

1 000 000 
(500 000) 

218 889 
500 000 
(718 889) 

500 000 

■ 

Conditions still to be met - remain liabilities (see note 18). 



EPWP 



Current-year receipts 

Conditions met - transferred to revenue 

1 286 000 
(1 286 000) 

1 464 000 
(1 464 000) 

- 

■ 

LGSETA 



Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

1 547 230 

4 875 533 
(6 422 763) 

3 597 298 
(2 050 068) 

■ 

1 547 230 

Conditions still to be met- remain liabilities (see note 18). 



INEP 



Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

1 506 960 

15 000 000 
(16 506 960) 

5 500 000 
(3 993 040) 

■ 

1 506 960 

Conditions still to be met - remain liabilities (see note 18). 



Local Government 



Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

5 000 000 

(3 723 402) 

5 000 000 

1 276 598 

5 000 000 

Conditions still to be met - remain liabilities (see note 18). 



25. Revenue 



Sale of land 

Service charges 

Rental of facilities and equipment 

Licences and permits 

Miscellaneous other revenue 

Interest received - investment 

Property rates 

Government grants & subsidies 

Fines, penalties and forfeits 

339 281 
64 105 683 
198 090 

3 531 767 

1 984 839 

1 229 217 
42 357 955 
206 904 159 

5 643 844 

1 515 982 
60 789 863 
202 760 

3 728 589 
2219413 
668 097 
21 843 140 
162 320 049 
5713 111 

326 294 835 

259 001 004 
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The amount included in revenue arising from exchanges of goods or services 
are as foliows: 

Service charges 
Rendering of services 
Rental of facilities and equipment 
Licences and peimits 
Miscellaneous other revenue 
Interest received - investment 


The amount inciuded in revenue arising from non-exchange transactions is as 
foliows: 

Taxation revenue 
Property rates 
Transfer revenue 
Government grants & subsidies 
Fines, penalties and fdrfeits 


26. Buik purchases 

Electricity 

27. Contracted services 

Lift malntenance 
Secuhty services 


28. Debt impairment 

Contributions to debt impairment provision 
Bad debts written off 


2016 2015 


R 

R 

64 105 683 

60 789 863 

339 281 

1 515 982 

198 090 

202 760 

3 531 767 

3 728 589 

1 984 839 

2 219 413 

1 229 217 

668 097 

71 388 877 

69 124 704 


42 357 955 

21 843 140 

206 904 159 

162 320 049 

5 643 844 

5713 111 

254 905 958 

189 876 300 


39 747 467 

35 132 052 

6120 652 

23 269 

5 704 913 

6120 652 

5 728182 


4 555 567 

42 819 496 
21 700 

4 555 567 

42 841 196 


39 211 109 

38 812 008 

70 642 

70 642 

39 281 751 

38 882 650 


29. Depreciation and amortisation 

Property, plant and equipment 
Investment property 
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30. Employee related costs 

Basic 

Bonus 

Medical aid - company contributions 

UIF 

SDL 

Leave pay provision charge 
Pension Fund Contributions 

Travel, motorcar, accommodation, subsistence and other allowances 

Overtime payments 

Long-service awards 

Acting allowances 

Entertainment allowance 

Housing benefits and allowances 

Cellphone Allowance 

Bargaining Council 

Leave Payout 

Standby Allowance 

Bonus provision 

Post retirement medical benefit 

Termination benefits 


Remuneration of Municlpal Manager 

Annual Remuneration 
Car Ailowance 
Performance Bonuses 

Contributions to UIF, Medical and Pension Funds 
Lumpsum 

SDL& Bargain Council 


The Municipal manager resigned in March 2016 

Remuneration of Chief Finance Officer 

Annual Remuneration 
Settlement 

Performance Bonuses 

Contributions to UIF, Medical and Pension Funds 
SDL & Bargain Council 


The CFO was suspended with full pay with effect ffom February 2016. 

Remuneration of Director Corporate Services 

Annual Remuneration 
Car Allowance 
Cell Phone Allowance 
Performance Bonuses 

Contributions to UIF, Medical and Pension Funds 
SDL & Bargain Council 


2016 

2015 

R 

R 


67 152 820 

59 989 671 

4 884 725 

3 969 188 

7 538 617 

6 442 023 

606 929 

533 845 

915 239 

767 875 

1 099 516 

2 125 053 

12 551 885 

11 159 806 

4 409 816 

2 709 684 

5 932 985 

5 038 975 

1 239 624 

498 643 

2 195 550 

944 107 

315 085 

163 007 

1 009 100 

544 892 

388 148 

398 165 

33 067 

29 535 

1 021 133 

150 390 

1 254 903 

1 278 187 

231 074 

1 194 408 

1 409 000 

5 995 000 

1 094 580 

500 000 

115 283 796 

104 432 454 


569 683 

1 012 692 

56 000 

96 000 


24 000 

1 091 

1 865 

916 393 

- 

6145 

11 073 

1 549 312 

1 145 630 


895 730 

919 648 

541 745 

- 

_ 

18 000 

1 785 

1 864 

9 044 

9 222 

1 448 304 

948 734 


382 213 

734 497 

143 840 

- 

10 583 

18 000 

- 

160 000 

1 175 

1 853 

5137 

8 547 

542 948 

922 897 
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2016 2015 

R R 


30. Employee related costs (contlnued) 

The Director for Corporate Services employment was terminated with effect from February 2016. 


Remuneration of Dlrector Technlcal Services 

Annual Remuneration 
Cell Allowance 

Contributions to UIF, Medical and Pension Funds 
SDL & Bargain Council 


The directorwas suspended with full pay as from January 2016. 

Remuneration of Director Communlty Services 

Annual Remuneration 
Car Aliowance 
Performance Bonuses 

Contributions to UIF, Medical and Pension Funds 
Cell Phone Allowance 
SDL & Bargain Councii 


Remuneration of Director Local Economic Development 

Annual Remuneration 
Car Allowance 
Performance Bonuses 

Contributions to UIF, Medicai and Pension Funds 
Cell Phone Allowance 
SDL & Bargain Council 


Remuneratlon of Chlef Audlt Executive 

Annual Remuneration 
Car Allowance 
Performance Bonuses 

Contributions to UIF, Medical and Pension Funds 
SDL & Bargain Council 
Cell Phone Allowances 


Acting Municipal Manager 

Annual Remuneration 
Car Allowance 

Contributions to UIF, Medical and Pension Funds 
Cell Phone Allowance 
SDL & Bargaining Council 


877 730 

928 031 

18 000 

18 000 

1 785 

1 865 

9 044 

9 460 

906 559 

957 356 


637 730 

828 031 

240 000 

100 000 

204 227 

- 

1 917 

3 205 

18 000 

18 000 

10 608 

9 170 

1 112 482 

958 406 


637 730 

929 909 

240 000 

- 

138 294 

- 

1 785 

1 498 

18 000 

18 000 

9190 

8 809 

1 044 999 

958 216 


757 730 

770 305 

120 000 

120 000 

130 052 

18 000 

1 785 

1 852 

10105 

8 740 

18 000 

- 

1 037 672 

918 897 


439 996 

- 

35 236 

- 

53 593 

- 

2 750 

- 

4 767 

- 

536 342 

- 


The aoting Munioipal Manager was appointed in Febmary 2016, after the Munioipal Manager was suspended. The munioipal 
manager reslgned in March 2016 and currenly no Municipal Managerhas been appointedt 
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2016 2015 

R R 



30. Employee related costs {contlnued) 
Acting Chief Finance Offlcer 

Annual Remuneration 

CarAllowance ^ . 

Contributions to UIF, Medical and Pension Funds 
SDL & Bargaining Council 
Ceil Phone Allowance 


294 764 
30 000 
43 302 
3199 
2 200 

373 465 


The acing CFO was appeinted in Fabruary 2016 af.er.he CFO was suspended. The ad,ihg CFO was in dffice as a. year end. 


Acting DirectorTechnical Servlces 

303 977 

. 

Annual Remuneration 

30 000 

- 

CarAllowance ^ ^ 

54 454 

- 

Contributionsto UIF, Medical and Pension Funds 

2 200 

- 

Cell Phone Allowance 

3 402 

- 

SDL & Bargaining Council 

394 033 

- 


The ad.ing Diredtcr Tedhnicai Servdes was appcinted in March 2016 after ,he Directdr was suspended. The acting Director 
Technical Services was in office as at year end. 


Acting Dlrector Corporate Servlces 

435 714 

I 

Annual Remuneration 

30 000 

• 

CarAllowance 

34 855 

■ 

Annual Bonus . ^ 

51 083 

- 

Contributionsto UiF, Medical and Pension Funds 

4 260 

- 

Cell Phone Allowance 

4 847 

j 

SDL & Bargaining Council 

560 749 

- 


43 



Ramotshere Wloiloa Local Municipality 

Annual Financial Statements for the year ended 30 June 2016 

Notes to the Annual Financiai Statements 


31. General expenses 

Advertising 
Arbitration Fees 
Auditors remuneration 
Bank charges 
Billing charges 
Chemicais 

Community development and training 

Conferences and seminars 

Consulting and professional fees 

Consumables 

Discount Allowed 

Electricity 

Employee awareness 
Extended publicworks program 
Hire 

Insurance 
IT expenses 
Inventory adjustment 
Fuel and oil 
Funeral Costs 
Indigent subsidy 
Landfiil site provision 
Other expenses 
Postage and courier 
Printing and stationery 
Refuse 

Right of use - Water 

Sitting aliowance 

Software expenses 

Staffwelfare 

Store and materials 

Subscriptions and membership fees 

Telephone and fax 

Training 

Travel - local 

Assets expensed ' 

Uniforms 


32. Finance costs 

Other Interest 

Trade and other payables 

Long-term liabilities 


33. Remuneration of councillors 

Mayor 

Speaker 

Councillors 

Officials in political office 


2016 2015 

R R 


88 274 

3 384 466 
1 214 259 
246 787 
74 128 
1 798 005 
486 056 
18 407 554 
1 085 967 
1 310 743 
1 410 586 
33 700 
3 770 827 

1 065 372 
378 002 

47 657 
677 327 

2 037 842 

50 301 

2 240 551 
1 302 000 
2124 767 

231 347 
837 806 
119 554 
398 393 

3 283 465 
269 935 

42 989 
542 491 
1 016 296 
1 125 879 
8 498 823 
1 065 537 
265 307 
758 516 

61 691 509 


213 110 
391 228 
3 110 944 
995 906 
201 630 
67 789 

2 517 472 
482 148 

6 954154 
1 195 969 

1 014 266 
3182 403 

38 346 

3 872 955 

60 867 
493 070 
114 641 
(2 399 601) 

2 098 495 

49 444 

2 506 869 

3 154 365 
111 641 

1 102 911 
97 249 
150 466 
3 446 041 
454 460 
99 751 
318 817 

1 130 875 
927 697 

2 776148 
1 266 154 

429 372 

42 628 052 


1 289 274 1 361 040 

697 696 751 103 

3 836 000 341 000 


5 822 970 

2 453143 

812 712 

845 362 

646 590 

625 034 

9 898 164 

8 711 096 

195 647 

2 008 500 

11 553 113 

12189 992 
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R R 


33. Remuneration of councillors (continued) 

In-kind benefits 

The Executive Mayor, Speaker and Mayoral Committee Members are fuli-time. Each is provided with an office and secretarial 
support at the cost of the Council. 

The Mayor and the Speaker each have the use of separate Coundl ovimed vehicles for official duties. 

The Mayor has one full-time bodyguard , 

34. Fairvalueadjustments 
Otherfinancial assets 


• Listed Funds 

122 580 

691 673 

35. Cash generated from operations 

Surplus (deficit) 

32 155 263 

(30 858 256) 

Adjustments for: 

Depreciatlon and amortisation 

39 281 751 

38 882 650 

Qain on sale of assets and liabilities 

282 294 

- 

Fair value adjustments 

(122 299) 

(691 673) 

Debt Impairment 

4 555 567 

42 841 196 

Movements In retlrement benefit assets and liabilities 

4 819 000 

5 995 000 

Movements In provisions 

2183 427 

4 935 419 

Inventory adjustment 

677 327 

(2 399 601) 

Other non-cash items 

75 426 

27 343 

Changes In working capital: 

Inventories 

(699 242) 

12 011 699 

Receivables from exchange transactions 

(597 084) 

(263 592) 

Consumer debtors 

(24 455 797) 

(9 869 049) 

Other receivables from non-exchange transactions 

(4 664 256) 

(4 786 877) 

Payables from exchange transactions 

17 937 865 

(11 133136) 

VAT 

(1 912 496) 

(2 733 289) 

Unspent conditional grants and receipts 

(25 083 320) 

26 145 249 

Consumer deposits 

319 020 

176 634 


44 752 446 

68 277 717 

36. Auditors' remuneration 

Fees 

3 384 466 

3 110 944 
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2016 

R 

2015 

R 

37. Commitments 



Authorised capital expenditure 



Already contracted for but not provided for 

• Property, plant and equipment 

18 483 731 

14 730 413 

Not yet contracted for and authorised by director 

• Property, plant and equipment 


10 100 000 

Total capital commitments 

Already contracted for but not provided for 

Not yet contracted for and authorised by director 

18 483 731 

14 730 413 
10 100 000 


18 483 731 

24 830 413 

This committed expenditure relates to projects and will be financed by avallable bank facilities, retained surpluses, rights issue 
of shares, issue ofdebentures, mortgage ^cilities, existing cash resources, funds internally generated, etc. 

38. Contingencies 



39.1 Court Proceedings: 

Municlpallty Is being sued for some of the following pendlng claims. All the claims are being contested based on legal advlce. 
The certainty and the timing of the outflow of these liabilities is uncertaln. The amounts disclosed below are possible outflows 
amounts: 

Litigation and ciaims 

RMLS/JS Geldenhuys Trust: Right of use access route and registration of servitude 
and compensation 

Legal fees 

Litigation claims 

669 838 
481 862 

1 189 550 

8 237 853 


1 151 700 

9 427 403 


39. Compensation of Related Parties 


Compensation of Key Management Personne! and Councillors is set out in Note 30 and 33 respectively, to the Annual 
Financial Statements 

40. Prior period errors 

In terms of GRAP 3 - Accounting policies, Changes in Estimates and Errors ali prior period errors should be disclosed in 
accordance to the standards: 

During the current period adjustments were processed for the previous financial periods, The overall difference for 2015 below 
reflects the adjustments only for 2015 after having adjusted forthe 2014 errors. 

The correction ofthe error(s) results in adjustments asfollows: 
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40. Prior period errors (continued) 


Statement of financial position 

2015 2014 

Property, plant and equipment 

49 440 

7 295 951 

Inventories 

(10 965) 

(13 081 982) 

Cash and cash equivalents 

- 

(10 598) 

Payables from exchange 

(3 523143) 

(522 110) 

VAT 

181 777 

69 227 

Receivabies from exchange transactions 

264 049 

- 

Consumer Debtors 

95 796 

(76 844) 

Accumulated Surpius or Deficit 

2 943 046 

6 326 356 

Statement of Financial Performance 

Depreciation 

467 581 

. 

Employee costs 

(181 352) 

- 

General expenses 

2 251 093 

- 

Repairs and maintence 

(33 044) 

. 

Finance costs 

438 768 

- 


2 943 046 

- 
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40. Prior period erroi^ (continued) 
40.1 inventory 


An RTS amounting to R1 0,965 was captured in the current year for goods that were returned in the prior year. 



Inventory amounting to R10,020 waserrorously recognised atnll. 



Land for 

sale was incorrectly included in the register as an asset of the municipality, however, this property was verified 

to be 

occupied 

and not the property of the municipality. 



Statement of financiai positlon 

Inventory 

(13 081 982) 

{13 

081 982) 

Accumulated surplus 

13 081 982 

13 

081 982 

Payables from exchange 

10 965 


- 

Inventory (Land for sale) 

(10 965) 


- 


- 


- 

41.2 Receivabies from exchange transactions 




Creditors with debit balances were incorrectly recorded as trade creditors in the prior year statements. 



Statement of financial posltion 

Receivables from exchange transactions 

264 049 



Payables from exchange 

(264 049) 


■ 


• 


• 

41 .3 Cash and cash equivaients 




The cash and cash equivalents in the prior year included a balance for a bank account that was ciosed in 2014. This was 

corrected in the current year. 




Statementof financial position 

Cash and cash equivalents 

(10 598) 


(10 598) 

Accumulated surplus 

10 598 


10 598 


■ 


■ 

41 .4 Consumer Debtors 




Debtors in the prior year that had credit balances were erroreosly included as Consumer Debtors. 




Billing was reversed for accounts that were billed incorrectly in ptior years: 




Statementof financial position 

Consumer Debtors 

18 952 


(76 844) 

Accumulated surplus 

76 844 


76 844 

Payables from exchange 

(95 796) 


- 


- 


■ 


41 .5 Property, Plant and Equipment 

In the current year some assets that were fully depreciated but stiil in use were identied and their useful lives were reassessed. 
Some assets previously not included in the asset register were Identified. The foilowing adjustments were made : 

Statementof financial position 
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40. Prior period errors (continued) 


Property, plant and equipment 

49 440 

7 295 951 

Accumulated surplus 

(517 021) 

(7 295 951) 


(467 581) 

■ 

Statement of financial performance 

Depreciation 

467 581 


41.6 Payables from exchange transactions 



Debtors with credit balances were classified to payables for the prior year. 



Creditors with debit balances were classified to receivables for the prior year. 



The net salary clearing account was investigated forthe balance in the current year and some ofthe amounts were cleared.. 

Statement of Financial Posltion 

Payables from exchange transactions 

(4 045 253) 

(522 110) 

Accumulated surplus 

3 419 546 

448 992 

VAT 

254 897 

73118 

Inventory 

10 965 

. 

Receivables from exchdnge 

264 049 

. 

Consumer Debtors 

95 796 

■ 


• 

• 

Statementof Financial Performance 

Flnance Costs 

97 768 


Employee costs 

149 

. 

ōeneral expenses 

2 927 627 

. 

Repairs & maintenance 

(33 044) 

- 


2 992 500 

■ 

41.7VAT Payable 



Payables in the prior years were corrected in the prior years, the adjustment including the corresponding vat was made in the 

current year. 



Statement of Financial Position 

VAT 

(251 004) 

69 227 

Accumulated Surplus 

- 

3 891 

Trade and other payables 

251 004 

(73 118) 


‘ 

- 


42.8 Accumuiated surplus 

Corrections made in the prior year resulted in the following adjustments to the accumulated surplus; 
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40. Prior period errors (continued) 


Statement of Financiai Position 


Accumulated Surplus 

9 269 403 

8 996 337 

Payables from exchange 

(3 441 479) 

(448 992) 

Property, plant & equipment 

7 345 391 

4 625 970 

Cash 

(10 598) 

(10 598) 

Consumer Debtors 

(76 844) 

(76 844) 

Inventory 

(13 081 982) 

(13 081 982) 

VAT 

(3 891) 

(3 891) 


41 . Comparative figures 

Certain comparative figures have been reclassified. 

The effects of the reclassification are as foilows; 

Statement of financial performance - extract 



Comparative 

Re- 

After 


figures 

classification 

reclassificatlon 


previously 




reported 



Rental offacilities 

129 801 

72 959 

202 760 

Interest received 

741 056 

(72 959) 

666 097 

Employee related costs 

(104 613 807) 

181 501 

(104 432 306) 

General expen$es 

(40 376 959) 

159 499 

(40 217 460) 

Finance Costs 

(2 014 375) 

(341 000) 

(2 355 375) 

Total 

(146 134 284) 

- 

(146134 284) 


42. Risk management 
Financiat risk management 

Council has overali responsibifity for the establishment and oversight of the entity's risk management framework. The 
municipality's risk management policies are estabtished to iden% and anaiyse the risks faced by the municipality, to set 
appropriate risk iimits and controls and to monitor risks and adherence to limits 

The municipality’s Finance department provides services to the business, co-ordinates access to domestic and international 
financial markets, monitors and manages the financiai risks relating to the operations of the municipality through internal risk 
reports which anaiyse exposures by degree and magnitude of risks. These risks include market risk (including currency risk, 
fair value interest rate risk and prlce risk), credit risk, liquidity risk and cash flow interest rate risk. 

The Budget and Treasury Office monitors and manages the financial risks relating to the operations through internal policies 
and procedures. These risks include interest rate risk, credit risk and liquidity risk. Risk management policies and systems are 
reviewed regularly to reflect changes to market conditions and the municipality's activities, and compliance with policies and 
procedures is reviewed by the internal auditors on a continuous basis, and annually by external auditors. The municipaiity does 
not enter into or trade financial instruments for speculative purposes. 

Internal audit, responsible for initiating a control framework and monitorlng and responding to potential risk, reports periodically 
to the municipality’s audit committee, an independent body that monitors the effectiveness of the internal audit function 
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42. Risk management (continued) 

Liquidity risk 

Liquidity Risk is the risk that the municipality wiil encounter difficuity in meeting the obligations associated with its Financial 
Liabilities that are settied by deiivering cash or another financial asset. The municipality’s approach to managing liquidity is to 
ensure, as far as possible, that it wili alvt/ays have sufficient liquidity to meet its liabiiities when due, under both normal and 
stressed conditions, without incurring unacceptable losses or risking damage to the municipality’s reputation. 

Liquidity risk is managed by ensuring that all assets are reinvested at maturity at competitive interest rates in relation to cash 
flow requirements. Liabilities are managed by ensuring that all contractual payments are met on a timeous basis and, if 
required, additionai new arrangements are established at competitive rates to ensure that cash flow requirements are met. 

Credit risk 

Credit risk consists mainiy of cash deposits, cash equivalents, derivative financial instruments and trade debtors. The entity 
only deposits cash with major banks with high quality credit standing and llmits exposure to any one counter-party. 

Trade receivables comprise a widespread customer base. Management evaluated credit risk relating to customers on an 
ongoing basis. If customers are independently rated, these ratings are used. Otherwise, if there is no independent rating, risk 
control assesses the credit quality of the customer, taking into account its financial position, past experience and other factors. 
Individual risk limits are set based on internal or externai ratings in accordance with limits set by the board. 

Market risk 

Interest rate risk 

Interest rate risk is defined as the risk that the fair value or future cash flows associated with a financial instrument wili fluctuate 
in amount as a result of market interest changes. The entity's policy is to mlnimise interest rate cash flow risk exposure8 on 
long-term financing. Longer term borrowings are therefore usually at fixed rates. The entity's exposures to interest rates on 
financial assets and financial liabilities are detailed below. 

At year-end, financial instruments exposed to interest rate risk were as follows: 

- Call and notice deposits 

- Deveiopment Bank of Southern Africa loans 

43. Golng concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds wili be available to fnance future operations and that the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur in the ordinary course of business. 

44. Unauthorised expenditure 

Current year 
Opening balance 

149 973 494 90 964 904 


59 018 590 90 954 904 

90 954 904 


In the current year no unathorised expenditure was condoned. Investigations regarding unauthorised expenditure is still 
underway therefore, the information required per MFMA s125(2)(d)(i)-(iii) is not available. 

Included in current year unauthorised expenditure is the following non cash items not budgeted fbr so as to avoid budgeting for 
a loss; 

Non-cash based unauthorised expenditure 

Depreciation - 31 600 885 

Baddebts - 42 841 196 


74 442 081 
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45. Fruitless and wasteful expenditure 


Opening balance 

Current year 

3 034 946 

1 495 314 

1 580 903 

1 454 043 


4 530 260 

3 034 946 

Fruitiess and wasteful expenditure has been reported to Coundi and the matter is stiil 
Committee. The information required per MFMA s125(2)(d)(i)-(iii) is not avaiiable 

under investigation by Sec 32 

The expenditure is caused by interest charged on overdue accounts of Eskom, Telkom and Auditor General South Africa. 

46. Irregular expenditure 



Opening balance 

Add; Irregular Expenditure - current year 

66 797 201 

31 376 407 

45 060 341 
21 736 860 


68173 608 

66 797 201 

Details of irregular expenditure - current year 

Disciplinary steps taken/criminal proceedings 

Non-compliance None 

Investigations for current year and prior years irregular expenditure is still under investigation as at year end therefore, the 
information required per MFMA s1 25(2)(d)(l)-(iii) is not available. 

47. Additional disclosure In terms of Municipal Finance Management Act 



Contributions to organised local government 



Current year subscription / fee 

Amount paid - current year 

870 310 
(870 310) 

1 066 844 
(1 066 844) 


• 

■ 

Audit fees 



Current year subscription / fee 

Amount paid - current year 

3 384 466 
(1 212 445) 

3 110 944 
(3 054 846) 


2 172 021 

56 098 

PAYE, SDL and UIF 



Opening balance 

Current year subscription / fee 

Amount paid - current year 

17 164 532 
(15 856 611) 

861 250 
12 795 183 
(13 656 433) 


1 307 921 

■ 

Pension and Medical Aid Deductions 



Opening balance 

Current year subscription / fee 

Amount paid - current year 

18 504 656 
(16 923 040) 

1 315 362 
17 175 288 
(18 490 650) 


1 581 616 

- 
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47. Additional disclosure in terms of Municipal Finance Management Act (continued) 

VAT 

VAT payabie 5 591 483 7 503 979 

All VAT returns have been submitted by the due date throughout the year. 

48. Budgeted operating versus actual operating 
Revenue. 


48.1 Service charges accrued were less than the budget, however, an increase from the prior year was realised and therefore. 
the difference was as a result of the underbudget of the expected revenue . 

48.2 Licences and permits income received was above the budgeted because of underbudgeting.. 

48.3 Miscellaneous other revenue budgeted Included revenue expected ^m sale of pit, however, the sales revenue expected 
were not reached.. 

48.4 Interest recelved was less than budgeted as the investeduced in the current year therefore resulting in a decrease In 
interest recelved. 

48.5 Property rates budget exceeded due to Implementation of the supplementary valuatlon roll during the year. 

48.6 Goverment grants and subsidies exceeded budget as they include all operatlonal and capital grants, however, the 
budgeted amount only included operational grants. 

48.7 Fines and penaltles received were belowthe expected amount. 

Expenditure 


48.8 Employee related costs exceeded budget as a result of settlements paid that were not budgeted for and also because of 
acting aliowances and payment on officials suspended 

48.9 Depreciation and amortisatlon exceeded budget as a result of understatement of budget 

48.10 Finance costs were less than budgeted as a resuit of over budget 

48.1 1 Debt impairment was not included in the budget. 

48.1 2 Contracted services were below the amount budgeted as a result of overstatement of the budget. 

48.1 3 Qeneral expenditure incurred was below budget as a result of cashilow problems. 

Capital Expenditure 

The budget amount exceed the expenditure incurred as expected funding was not received. 

49. Distribution Losses 


Electicity Distribution Losses 



KHW 

16 422 060 

17 246 408 

Total loss 

13 471 728 

12 187 935 


The main reason for incurring electricity losses relates to heat dlssipation when eiectricity flows through the conductors, illegal 
connections, meter tampering and incorrect metering. Cost per KWH R0.8 (2015: R0.706) 
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50. Service in kind 

During the current year, the municipality received assistance from the North West Provincial Government. This took the form of 
appointment of consuitants, JBFE Consulting (Pty) Ltd, who assisted the municipality with the compilation of the infrastructure 
asset register. 
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